The present paper aims at examining distribution of Out-of-Pocket (OOP) 
I Introduction
Large out-of-pocket (OOP) health expenditure causes economic distress to households and results in impoverishment. In the case of an Indian household, health expenditure is one of the main reasons for falling into poverty (Krishna 2004 and 2006) . In recent years, the Indian government has introduced schemes to reduce OOP health expenditure in the light of its close connection with poverty. However, before forming any policies some questions need to be addressed: What is the distribution of OOP across income groups and states? What are the factors that increase the proportion of household budget spent on health care? How effective is health insurance in reducing the share of OOP expenditure in household budget? The present paper attempts to answer these questions.
In India, around 70 per cent of the total expenditure on health is OOP payments by households (Government of India (GoI) 2005). The share of the government is lower than 20 per cent. Further, as a part of the health sector reforms initiated in the early 1990s, most of the Indian states have introduced user charges in public health facilities for patients belonging to families above the poverty line.
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